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PROCEEDI NGS
(11: 00 a. m)

CHAI RMAN WOOD: Good norning. This open neeting
of the Federal Energy Regul atory Conm ssion will cone to
order to consider the matters which have been duly posted in
accordance with the Government in the Sunshine Act for this
time and pl ace.

Woul d you please join ne in the Pledge to our
Fl ag?

(Pl edge of Allegiance recited.)

CHAI RMVAN WOOD: As we cone to the end of the
Governnent's fiscal year, it is my bittersweet task, as it
was at this time |ast year, to recognize sone enpl oyees who
are retiring as they have taken the retirenment package. So
| want to go over to the other podium here.

We have sone fol ks here--the ones here today have
anong and between them over 250 years of government
service. That is only representing ten people, and we have
sone 35 people, and | will read all of the names off at the
end of ny presentation for the fol ks who have either already
gone into retirenment or who, for another reason, couldn't be
here today.

Qur first recipient of the Career Service
Award--and | will present to three people in the Ofice of

Adm nistrative Litigation--goes to Joseph Kane, who started
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work with the Federal Power Conm ssion in March of '72.
(Appl ause.)
CHAI RMAN WOOD: Also fromthe O fice of

Adm nistrative Litigation, starting date here in 1971, is

Ron Lucas.

(Appl ause.)

CHAI RMAN WOOD: And finally, with a start date at
FERC here in '79, but | assune other government service,

because | can do the math pretty quick, is Janes Taylor, 33
years.

(Appl ause.)

CHAI RMAN WOOD: The Office of the Executive
Director--we have two recipients. The first is receiving
t he Exenplary Public Service Award for her quality work, as
recommended by her imredi ate boss, but al so by a nunber of
prior Comm ssion Chairnmen, is Sarah Tripp. Sarah started in
1973 at the Bureau of Power here at the Power Conmm ssion,
and has many wonderful jobs since then. So we'll mss you
very much.

(Appl ause.)

CHAI RMVAN WOOD: And al so here fromthe O fice of
t he Executive Director, who has had 33 years and ei ght
nont hs of Federal Government service, is M. Josephine Doris
W ggi ns.

(Appl ause.)
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CHAI RMVAN WOOD:  Qur record-setter of the bunch
that's here today, fromthe O fice of General Counsel, with
39 years and 11 nonths--we'll just keep you busy for another
nonth if you want - -

(Laughter.)

CHAI RMVAN WOOD:  --who started work at the
Commi ssion in 1968, is Merle Bess.

(Appl ause.)

CHAI RMAN WOOD:  This is an old friend of m ne
when | was here at the Comm ssion, back in the early '90s.
| had the pleasure and honor of working with the gentl eman
who sets high standards for hinself and for all the rest of
us, and we're going to mss you a lot. Mark Schaffer has 27
years of governnent service and has been here at the
Conmm ssion since '88 and before that at the Interstate
Comrerce Commi ssion. So, best of luck to you, Mark.

(Appl ause.)

CHAI RMAN WOOD: OF the 35 people who will be
retiring in Septenber, we have one that was a nenber of the
Seni or Executive Service and was a gentl eman who, this year,
performed a highly visible role in coordinating the
Comm ssion's effort in investigation of the power and energy
mar ket activities in the Western United States in the years
2000 and 2001, producing a report so sem nal and big that it

has becone sinply known as the Gelinas Report.
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(Laughter.)

CHAI RMAN WOOD: So | would like to present also
an Exenplary Public Service Award to our outgoing SES, M.
Don Gelinas, who has been here since 1973.

(Appl ause.)

CHAI RMAN WOOD: Also from OMITR and who began
service here in June of 1975, is Albert Rogers.

(Appl ause.)

CHAI RMVAN WOOD:  And al so another old friend from
when | was here last tine, and then at the tinme was the
Confidential Assistant to then Comm ssioner Moeller, and now
a stalwart in the Ofice of the Secretary, and has been with
FERC si nce 1974--you don't | ook old enough. [|'m doing the
math and it doesn't work--is Pat Snesrud.

(Appl ause.)

CHAI RVAN WOOD: | would like to also, for the
record, recognize the fol ks who couldn't be with us today.
We do have a nunber in the Ofice of Energy Projects that
are actually stationed outside of the Washington office in
the five regional offices, but I'd like to recognize here in
t he Washi ngton office, Jack Duckworth, Peter MGovern, and
G enda Godwi n, who are |eaving, and in the Chicago Regi onal
O fice, Elizabeth Bethke; in the New York Office, Rebecca
Debes; and also in the Chicago O fice, again, Janes Kol ak

and Mary Lauermann and Charl es Klinkenberg; in the Portland
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Regi onal Office, Martha Billings; in the San Francisco
Regi onal Office, Mack Bautista, Robert Peacock, and Ira
Si nmons.

Al so not here today in OGC is Tim Abendroth,
Marty Novak in OMO. In OMIR, we also have Bill Greene, Lou
Ann Giffith, Christine Wal ker, Donald Zero and G ace Zero.

In the Office of the Executive Director, in addition to
Sarah and Doris, we have Wayne MDani el, Hernman Dal getty,
and Kenneth Anderson.

And in OAL, we have So Kim Dawn Martin, Janes
Taylor. | think that should be--no, | already said Janes,
|"msorry. | mssed one. Don Martin and So Kim fromthe
Office of Admi nistrative Litigation.

So, we're losing a wealth of talent this year,
but that nmeans that the rest of America gets them so | | ook
forward to seeing what you all do in your second career, but
t hank you for what you gave to all of us.

(Appl ause.)
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CHAI RMAN WOOD:  AlIl right, thank you.

Madam Secretary?

SECRETARY SALAS:. Good norning, M. Chairmn and
good norni ng, Comm ssioners.

The following ID itens have been struck fromthe
agenda this nmorning since the issuance of the Sunshine
Noti ce on Septenmber 3rd, 2003. They are as foll ows:

E-2, E-45, E-53, G 1, G 18 and H-1.

The consent --

CHAI RMAN WOOD:  Just for the record, | believe on
all but one of those itens, we're going to attenpt to nove
those notationally in the next few days, so people that are
wai ting on those orders shouldn't have to wait too |ong.

SECRETARY SALAS: Duly noted, M. Chairnman.

And the consent agenda for this norning is the
El ectric Items E-5, E-8, E-11, E-12, E-13, E-15, E-16, E-17,
E-19, E-20, E-21, E-24, E-29, E-30, E-31, E-33, E-35, E-36,
E-39, E-40, E-43, E-44, E-46, E-47, E-49, E-50, E-51, E-52
and E-54.

Gas items G2, G3, G5, G6, G7, G9, G10, G
11, G 13, G 14, G 15, G16, G17, G 19, G20, G 21.

Hydro itens H- 2.

Certificates C1, C3, C4, C5, C7, C8, C10,
C- 11, C- 13, C-14, C-15 and C-17.

As to G 19, Comm ssioner Brownell is concurring
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with a separate statenent and Conm ssi oner Massey votes
first this nmorning.

COWM SSI ONER MASSEY:  Aye.

COW SSI ONER BROWNELL: Aye, noting ny
concurrence on G 19.

CHAI RMVAN WOOD:  Aye.

SECRETARY SALAS: The first itemin today's
di scussion agenda is A-3. This is the Federal Energy
Regul atory Commi ssion's strategic plan for fiscal year 2004
t hrough 2008, and the chairman has the remarks.

CHAI RMAN WOOD:  Thank you, Madam Secretary.

I would just like to, as we did at this tinme | ast
year and at this time two years ago, to put forth for our
consi deration and approval the Strategic Plan for the Agency
that went into sonme |evel of detail about what we in fact
expect to be doing in the near future both in the con ng
year and in subsequent years after that.

But the point of the Strategic Plan is to, again,
put out our vision and m ssion and goals, but nore
specifically--and the changes that happen fromtinme to tine
on this document do reflect that we have checked items off
the list and other items have cone on the |ist.

So | am pl eased actually as | | ook back to where
we were two years ago with the first Making Markets Work

Strategic Plan, and was pleased to see that despite all the
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trees that sonmetinmes clutter our way, how nuch actually we
had done to achi eve our announced objectives here at this
Agency.

We do have still more work to do in providing
certainty in getting infrastructure and getting market rules
bal anced and beefing up our vigilant oversight capability,
but I have to say it's a refreshing exercise to go through
this with the Senior Staff with you all and with others to
really look at what it is we need to do to acconplish our
statutory objectives here. And |I'm pleased to, based on
consultation with all of the above, to put this before you
all for our joint consideration.

COW SSI ONER BROWNELL: So in fact Pat, the main
thing is that the first couple of years we planned the work
and now we're really working the plan.

(Laughter.)

CHAI RMAN WOOD: | think that's the -- where'd you
get that?

(Laughter.)

COW SSI ONER BROWNELL: From one of our | eaders.

CHAI RMAN WOOD: | was agreeing, | do want to say,
with -- this is a fun place to work, folks. Just in case
ya'll need to know, we just kind of do this on a daily

basis. Laughter is a good tonic.

| really don't have a |lot to add to that.
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(Laughter.)

COW SSI ONER BROWNELL: Maybe Bill does.

COW SSI ONER MASSEY: |'ve forgotten ny |ines.

(Laughter.)

CHAI RMAN WOOD: We script this very well.

(Laughter.)

COW SSI ONER MASSEY: This is a good docunent.
It reflects our core values. There are three main goals
st ated here. They' ve been nodified some but in |ooking at
goal nunber one to pronmote a secure, high quality,
environnental ly responsible infrastructure through
consistent policies, | think we're all rem nded of how
i nportant that goal is now for all those who are involved in
the regulation of electricity and natural gas industries,
and | think this docunment sets out our responsibilities with
respect to achieving that goal quite well.

So | commend you for bringing this before us,
M. Chairman and, in looking this over fairly carefully, |
can say that it reflects ny core values here at the Agency.

CHAI RMVAN WOOD: Great .

COW SSI ONER BROWNELL: Good job to the authors
and thank you to the staff who worked so hard on this.

CHAI RMAN WOOD: Ckey-doke. So with that | wll
entertain a notion to approve the docunent.

COW SSI ONER BROWNELL: So noved.
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COWM SSI ONER MASSEY:  Aye.

COWM SSI ONER BROWNELL:  Aye.

CHAI RMVAN WOOD:  Aye.

Thank you.

SECRETARY SALAS: The second item for discussion
this morning is E-3. This is a presentation on the guidance
on Regi onal Transm ssion Organi zati ons and | ndependent
System Operator filing requirenments under the Federal Power
Act. And M. Dave Perlman will be doing the presentation
t hi s nmorni ng.

MR. PERLMAN: Good norning, M. Chairmn and
Comm ssioners. | have a brief presentation on a brief
Or der.

This item provi des guidance and clarification
regarding the elenents of RTOfilings in light of the D.C.
Circuit's Atlantic City decision. Sinply put, filings
establishing an RTOw Il be considered pursuant to Section
205, unless the transfer of operational control over
transm ssion includes the transfer of ownership,
proprietary interest, or |ease of transm ssion facilities,
or the transfer of jurisdictional contracts.

Consi deration of such issues as the requirenents
for entry into or exit from an RTO will be considered under
Section 205.

The Commi ssion will be |ooking to the sanme issues
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set forth in Order 2000 in making its Section 205
determ nation and, in the event that a nenber seeks to exit
an RTO, such exit will be considered pursuant to Section
205.

|'d be happy to answer any questions you may
have.

COW SSI ONER MASSEY: This is a follow up to the
Atlantic City decision?

MR. PERLMAN:  Yes.

COW SSI ONER MASSEY: I n which the Court of
Appeals for the D.C. Circuit essentially said, if there's a
change of operational control, that does not trigger Section
203.

MR. PERLMAN: Correct.

COW SSI ONER MASSEY: And, but clearly, 205 is
i nplicated by a nunber of filings that would be nmade here
before the Conmm ssion that involve the formation of an RTO
or exit froman RTO

MR. PERLMAN: Yes. Typically the establishnent
of an RTOw Il require a nultiplicity of agreenents and
arrangenents anong the participants and those types of
docurments will require 205 filings and a deterni nation by
t he Comm ssion that the bal ance of responsibilities anong
the participants in the 1 SO RTO operator, is just and

reasonabl e and i nclude entrance obligations and exit
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requi renents and obligations.

And all of those things would be considered by
t he Comm ssion pursuant to Section 205 and the specific
desire to exit such an arrangenent would also require a
Section 205 filing that the Comm ssion would consi der.

CHAI RMAN WOOD: This applies to the court's
interpretation of the Federal Power Act. Does this have any
statenent as to, since we will no | onger be doing transfer
appl i cations, whether a state needs to go through that
process or not?

MR. PERLMAN: This order does not address that
i ssue.

CHAI RMAN WOOD: Ckay. Anything el se?

COW SSI ONER MASSEY: So we woul d not, we're not
saying in this order that we're going to require a separate
205 type filing for a transfer of operational control.

W' re sayi ng:

As you go about transferring operational control,
we will look at the docunents that you are required to file
associated with that, whatever they are, under the 205
st andard?

MR. PERLMAN: That's correct. As you can
i magi ne, the establishnment of an RTO has, typically, an
el ement of such transfer and is enbodied in typically

contracts and agreenents that the Conm ssion has on file and
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must find to be just and reasonabl e pursuant to Section 205.

So there's not a specific carve-out and
requi renent that there's an operational control transfer
conponent. It is inplicit in the establishnment of these
types of organizations and the Comm ssion will consider that
agai n appropriately pursuant to the Order 2000 requirenents,
whi ch cover this matter regardl ess of whether it's 203 or
205.

In this instance it will be 205 but the
substantive considerations are really unchanged. The
statutory application will be different.

COW SSI ONER MASSEY: Thank you.

Aye.

COWM SSI ONER BROWNELL:  Aye.

CHAl RMVAN WOOD:  Aye.

SECRETARY SALAS: The next item for discussion is
E-38, Virginia Electric and Power Conpany with a
presentation by Mary Agnes Nim s acconpani ed by Sarah
McWane, Jan Macpherson and Rol and Went wort h.

MS. NNIMS: Good norning. Wth nme today are
Sarah McWane, Jan Macpherson and Rol and Wentwort h.

In this Order, Virginia Electric and Power
Conpany, Docket Nunbers ER-03-743-001 and 002, the
Comm ssi on denies Tanaska Virginia Il Partners, L.L.P."s

request for rehearing of the extension of the conpetitive
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power ventures Cunni ngham Creek, L.L.C."s m | estones.

In addition, it accepts VEPCO s conpliance
filings, subject to nodification, and provi des gui dance on a
gqueue managenent issue.

The Comm ssion has stated that it is in favor of
all owing interconnection custoners flexibility with respect
to interconnection ml estones.

However, it is inportant to ensure that
i nterconnecti on queues do not becone clogged with
specul ative projects. This Order provides guidance on what
to do when the existing transm ssion system capability to
support interconnections w thout upgrades is sufficient to
accommodate only the generator or generators that hold the
hi ghest position in the interconnection queue.

In this situation, if the | ower queue generator
is ready to interconnect before the higher queue generator,
the transm ssion provider nust give the next generator in
t he queue the option of interconnecting using to the extent
it can the transm ssion capability that has been set aside
for the higher queue generator.

Then, if and when the higher queue generator
conpletes its project and interconnection, the | ower queue
generator will have to fund the network upgrades needed for
t he hi gher queue generators' interconnection to the extent

that the need for those upgrades is due to the | ower queue
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generators' use of the excess transn ssion capability and
its decision to have its interconnection conpl eted ahead of
t he hi gher queue generator.

The | ower queue generator would al so be
responsi ble for any additional study costs. This ensures
that, if the higher queue generator withdraws fromthe
gueue, the | ower gqueue generator will not be in the position
of having to fund network upgrades that turn out not to be
needed.

However, it also ensures that, if the higher
gueue generator's project is constructed as planned, it wll
not be required to fund costs in excess of the costs
applicable to its original queued position.

Thank you.

COW SSI ONER BROWNELL: So effectively what we're
doing here is ensuring the flexibility that you nmenti oned.
We are all owi ng Tanaska to nmove forward not at the expense
of CPV but kind of noving them aside, as it were, until they
can neet their m |l estones.

And are we not asking for themto report to us
the progress on their mlestones so there's an i ndependent
entity taking a look at that so we can ensure there is an
obj ective view of progress?

MS. NIMS: Correct.

COW SSI ONER BROWNELL: Well I'mreally--we were
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very interested in this Order and called this Order because
periodically we do hear about clogging in the queue. And as
t he econony picks up and the markets pick up, | think it's
i nportant that we work out any of the queuing issues and
encourage people to come forward and tal k about those with
us and make us aware of those. Because | think this is
really a critical piece of the infrastructure that we need
in the marketpl ace.

So | thank you for your work and all the
guestions we were bombardi ng you with yesterday.

CHAI RMAN WOOD: | appreciate your focusing on
that in the Order to make it crisper and I wonder, Jan, |
guess i'll ask you. Is this sonething that we ought to put
in the Order 2003? O was this, did this issue conme up
t here?

MS. MACPHERSON: It didn't come up but we are
natural |y thinking about whether we ought to put it in the
Order on Rehearing.

COWM SSI ONER MASSEY: So CPV still has its place
in the queue under this Order?

MS5. NIMS: Correct.

COW SSI ONER MASSEY: They just can't--

MS. MACPHERSON: This Order doesn't--let ne
just--this Order doesn't actually make a finding as to

who's ready to go and who's not. |t doesn't say, you know,
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Tanaska, you can go ahead or CPV, you can go ahead. It just
sets out the policy. Factual showi ngs would still have to
be made.

COW SSI ONER MASSEY: Right. But CPV is ahead in
t he queue?

MS. NNMS: Right.

COW SSI ONER MASSEY: Yes, and under this Order
they remain ahead in the queue?

MS5. NIMS: Correct.

COW SSI ONER MASSEY: And the issue we address
here is, what if they don't nove on their project within a
reasonabl e period of tinme?

MS. MACPHERSON: Well it's--you know, the queue
managenent issue is, it's not so nuch naking a determ nation
as to whether they aren't ready in a reasonabl e period of
time. It's just saying, if the second person in line is
ready before the first person in line, they can go ahead and
use the unused capacity.

COW SSI ONER MASSEY: As long as they pay
what ever increase in costs there are associated with that?

MS. MACPHERSON: Ri ght.

CHAI RMAN WOOD: So with this policy, the second
person in line is never going to be worse off than what they
are under the old policy?

MS. MACPHERSON: Exactly. Nobody's going to be
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wor se of f.

CHAI RMAN WOOD:  You m ght be better off because
you can get on line faster. And if the first guy never
shows up, which can happen anywhere in the country, these
underwriters can decide not to go forward -- then they're
actually better off because they got on-line maybe even
faster than they thought.

MS. MACPHERSON: Ri ght.

CHAIRMAN WOOD: So if this is an attenpt to do,
and | appreciate you all focusing on it, is allow ng
basically a slow nover not to block the traffic for
everybody else that's ready to scoot on out into the
mar ket pl ace, which is certainly what we want, but yet
preserve their rights they got by being first in |line.

I like it.

COW SSI ONER MASSEY: Yes, | appreciate al
staff's work on this. | think this is a very nice
resolution of a conplicated issue.

CHAI RMAN WOOD: All right, let's vote.

COWM SSI ONER MASSEY:  Aye.

COWM SSI ONER BROWNELL:  Aye.

CHAI RMVAN WOOD:  Aye.

Thank you all .

SECRETARY SALAS: The next itemis C- 2, Kinder

Morgan Interstate Gas Transmission, L.L.C., with a
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presentation by Elizabeth Ankl am acconpani ed by M chae
McGehee, WAayne Guest and Cecilia Desnond.

MS. ANKLAM  Good norni ng Chai rman Wbod and
Comm ssioners. C-2 is the final Order issuing certificate
for Kinder Modrgan's Cheyenne Market Center project, which
will allow the receipt, transportation, storage and
subsequent redelivery of natural gas suppliers near the
Cheyenne Hub and Wel d County, Col orado, and the Huntsman
Storage Facility in Cheyenne County, Nebraska.

This project consists of six conpressor units
al ong Ki nder Morgan's system between the Rockport conpressor
station and the Huntsman Storage Facility, 10 injection-
wi thdrawal wells at the Huntsman Storage Facility and

various related facilities at an esti mated cost of $26

mllion.

The storage conponent of this new service
proposed will provide up to six Bcf of increnmental storage
at the Huntsman facility, as well as 41 mllion cubic feet
per day of associated injection capability and 68 mllion

cubic feet per day of associated deliverability.

By creating this new nmarket center, Kinder Morgan
wi Il help address the needs of both producers and shippers
in the Rocky Mountain region in several different ways.

First, the project will give shippers in the

regi on new choices as to the type of service offered at the
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hub. Particularly with regard to additional abilities to
store gas and use receipt and deliverability points on short
noti ce.

Second, the project will give custoners gas
supply managenent options required due to pricing volatility
caused by varying weather conditions in the Rocky Mountain
region.

Finally, the Cheyenne Market Center will serve to
enhance deliverability options in order to provide an
addi tional outlet for Rocky Mountain Gas to an otherw se
constrai ned production area.

This concl udes ny presentation.

CHAI RMAN WOOD:  Thank you, Elizabet h.

I'"mjust glad to see again Wyom ng Projects
novi ng through here, | appreciate the creativity of the
conpany or Kinder Morgan proposing this service here. The
Order does make sone changes to that service in the interest
of our broader open access and transparency policies for the

| ast decade.
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That shoul d not be an inpedinment to the proposed
service, but if they are we will hear about it on rehearing.

| appreciate the effort, and I think it should
result in sone needed liquidity and good gas nmnagenent
options in that increasingly inportant region of our gas-
produci ng part of the country.

COW SSI ONER BROWNELL: | would join you in your
comments. We've heard a |lot the last year fromthe
producers on the lack of options and | ack of storage, so |
appreci ate the Conpany's willingness to consider an
i nvest nent and the devel opment of that market hub, which I
think will, in fact, add a lot of liquidity to the
mar ket pl ace.

So |'mpleased with this and pleased with the
work that you did to nake sure that the larger issues were
dealt with in ternms of the |ong-term devel opnment of
liquidity in the markets and conpetiti on.

COWM SSI ONER MASSEY:  Aye.

COWM SSI ONER BROWNELL:  Aye.

CHAlI RMVAN WOOD:  Aye.

SECRETARY SALAS: And the final itemfor
di scussion this nmorning is C9, Caneron LNG LLC. This is a
presentation by Richard Foley, who is acconpanied by Terry -
Tur pi n, Joel Arneson, and Bob Machuga.

MR. FOLEY: Good norning, Chairman Wod and
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Comm ssioners. ItemC-9 is a draft Order which grants final
aut horization to Caneron LNG LLC, to construct and operate
a newtermnal to inport liquified natural gas.

This construction operation authorization wll be
the first one issued for a new LNG i nport termnal in the
continental United States in over 25 years. Caneron LNG was
originally filed as a proposal by Hackberry LNG LLC.

In May of this year, Senmpra Energy LNG
Cor poration acquired the Hackberry project from Dynegy
M dstream Servi ces and changed the nanme of the project to
Cameron LNG, after the name of the parish in Louisiana where
the termnal is |ocated.

The successful planning, governnent review,
financing, and construction of new LNG inport termnals is
needed so that nmore sources of natural gas can be nade
avai l able to neet the energy market's increasing denmands.

In the years ahead, the increasing demand for
natural gas in the United States is expected to exceed
currently avail abl e supplies, thus increased inports of LNG
are seen as a vital part of the nation's energy m x.

Eventual construction and operation of the
Cameron LNG termnal will increase the nunmber of LNG inport
facilities available to serve interstate energy markets to
five. That will be two termnals in Louisiana and one each

in Georgia, Maryland, and Massachusetts.
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The proposed Caneron LNG project includes an LNG

terminal that will be constructed near Hackberry, Louisiana.
It will have three LNG storage tanks that will each hold one
mllion barrels of LNG which is equal to 3.5 billion cubic

feet of natural gas.

The project also includes a 35-m | e pipeline that
will extend fromthe termnal to an interconnection with
interstate pipeline facilities operated by Transconti nent al
Gas Pipeline Corporation in Beauregard Parish, Louisiana.

At full operation, the termnal will have a maxi num sendout
of 1.5 billion cubic feet of natural gas per day.

In a Decenber 2002 Order announcing its
prelimnary determ nation on this proposal, the Conm ssion
initiated a new policy for regulating LNG inport facilities
by not requiring this project to offer open access
terminalling services or maintain a tariff and rate schedul e
for such services.

I nstead, the Commi ssion said it would view this
new LNG plant as it would a production facility, allow ng
the sales of natural gas fromthe LNG plant to conpete with
ot her sal es of natural gas for the Gulf Coast in a
deregul ated, conpetitive commodity nmarket.

This new policy has had a very positive inpact on

LNG infrastructure devel opnment. Indeed, several other new
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vari ous advanced stages of the planning and governnent al
approval process.

There are currently seven other LNG projects
seeki ng construction authorization fromthe Federal
Governnent. These projects would have a potential nmaxi mum
sendout of 5.8 billion cubic feet of natural gas per day.

There are five projects pending at the
Comm ssi on, two of which are using the Comm ssion's NEPA
prefiling process, and two offshore deepwater termn na
applications are also pending at the Coast Guard.

The Final Environmental |npact Statenent for this
project was issued in August, and about 460 copies were
mai | ed to agencies, groups, and individuals on the mailing
list. The Final EIS addresses the comments of 17
i ndi vidual s, received at a public neeting, and 18 witten
coments.

Publication of the Draft EIS in March was
preceded by many nonths of detailed study by the Conm ssion
Staff, of the soundness of the project's design, safety of
its operations, and its inpacts on the environnent.

The draft Order before you requires Cameron LNG
to comply with various environnental and safety conditions
recommended in the Final EIS.

These recomendati ons are the product of efforts

of several cooperating governnent agencies and the
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participation of many private parties that will be affected
by the project.

For exanple, in devel opnent of the Final EIS,
potential ship traffic congestion inpacts from additi onal
LNG ship traffic were exam ned. Factors causi ng vessel
del ays, as well as specific operational differences between
LNG vessel s and other |arge vessels in the Cal casieu Ship
Channel were eval uated.

The draft Order recommends mtigati on nmeasures
whi ch woul d benefit all Channel users and nmay reduce sone of
the current sources of vessel delays. One such neasure is a
requi renent that Cameron LNG file a plan with the Comm ssion
and the Coast Guard that shows how they will provide for
dedi cated tug services for LNG ships using their term nal,
so that their project would not affect the availability of
tugs for other vessels in the Channel.

Al so, as discussed in the Final EI'S, the
construction of the proposed LNG facility would affect about
55 acres of wetlands. The draft Order requires Cameron LNG
in consultation with the U S. Arnmy Corps of Engineers, the
Nati onal Marine Fisheries Service, and the U S. Fish and
Wldlife Service, and several state natural resources
agencies, to prepare a plan to mtigate for the permanent
| oss of these wetl ands.

Canmeron LNG will create at | east 85 acres of
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coastal marsh in the area near the proposed termnal site,
using material dredged fromthe construction of the
facility.

Finally, Staff conpleted a cryogenic design and
technical review of the proposed LNG term nal. The
cryogeni ¢ design and technical review enphasi zes engi neeri ng
desi gn and safety concepts and the expected operational
reliability of the proposed facilities.

Several areas of concern were noted, and specific
recomrendati ons to be addressed prior to construction were
identified and have been included in the draft Order.

The draft Order before you would al so grant
Cameron's request to allow it up to five years to place the
project in service, instead of the three years previously
allowed in the prelimnary determ nation.

Al so, the draft Order grants the Conpany's appeal
of a requirenment that it file its customer contracts prior
to comenci ng construction of its facilities. Under the new
policy for LNG term nals nmentioned earlier, the draft Order
states that the Conm ssion has no regulatory need to see
such contracts, and agrees with the Conpany that they need
not be put in the Comm ssion's public files. That concl udes
nmy presentation, and the team that worked on the project is
here to answer any questi ons.

COW SSI ONER BROWNELL: | have two questions --
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actually three: You referred to plans to deal wth
congestion problenms that nmay result as the consequence of
this plan, but if | understood you, there are already
congestion problens; that, in fact, the addition of this and
t he new kind of set of requirenents that we have, woul d
solve an existing problem Did | understand that?

MR. FOLEY: This will all help to solve the
problens. Terry nay be able to conment nore on the ship
i ssues.

COW SSI ONER BROWNELL: Ckay.

MR. TURPIN:. Yeah, that's pretty nuch the case.
There were several recomendations that were nmade in a
previ ous case on the sane shipping channel, the trunk |line
LNG facility that was before the Comm ssion, | think, in
| ast Decemnber.

And some of those mtigation neasures, coupl ed
with the recommendati on that had Cameron supply or secure
dedi cated tug services, will help us with the del ays
t hroughout the Channel for all the users.

COWM SSI ONER BROWNELL: On the issue of safety,
which is always an issue that we hear when we're out on the
road, describe, if you will for us, how we're nmanaging to
address sonme of those safety issues and the work we're doing
with the other agencies, including, | think, the Coast

Guard. | think people need to get a clear understanding and
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sone confidence in the fact that we take their concerns very
seriously.

MR. TURPIN: Well, as far as the Coast Guard
goes, they have reviewed our nmarine safety section. The
section in our Final EI'S was actually prepared in
consultation with them and many of the safety matters were
addressed also in consultation with the Departnent of
Transportation and the O fice of Pipeline Safety.

W nmet with them on one occasion to discuss sone
of the exclusion zones that will surround the facility.

They are there for the protection of the public in case
there's an LNG rel ease.

We al so | ooked at the prelimnary engi neering
design fromthe perspective of evaluating the safety
concepts and the design that they've used to ensure that the
plant will run well.

MR. FOLEY: There's a very extensive programthat
the OFfice of Energy Projects has of inspecting LNG pl ants
as they are being constructed, and, after they're being
constructed, as they're being operated. And there's sone
manual s that are adhered to and ongoi ng reconmendati ons t hat
are made concerning all types of issues of safety and
ongoi ng operations. So that's the programthat we have
internally, plus coupled with all the cooperation with other

agenci es, we've been able to nake a very good safety package
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for LNG pl ants.

COW SSI ONER BROWNELL: The third issue is that
there was quite extensive work done on addressing the
envi ronnental concerns, | think, that were raised by a
number of parties.

And | appreciate the work that you did there and
feel confortable that we have and will continue to evaluate
any future issues that may arise as the project noves
forward. | think the Conpany has taken their environnental
stewardship quite seriously, so | was pleased to note the
extensive review that you gave.

And |'m excited about this project because |
t hi nk we've seen this sumer and will continue to confront
the i ssues of enough of this valuable resource and
devel oping alternative sources, | think is incredibly
i nportant as |long as we can bal ance the other issues, which
| think this project has done. So, I'mglad to support it

and thank you for your lots of work that you've done here.

COWM SSI ONER MASSEY: Let nme ask this question:
The sponsors say that it will take them 37 nonths, roughly,
to build this project. 1Is that a generic rule of thunb, or
is that because of the unique aspects of this project? Do
you have an opini on about that?

MR. FOLEY: The tank sizes are larger than



previ ously constructed.
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think that's going to take quite
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a bit of engineering and design and construction. And the
site -- the materials have to be brought to the site, so
three years to build a major project like this is not too
far off the ball park, if you ook at something |ike the
Wbodrow W son Bridge, which is taking five years or ten
years to build.

It'"s a major project, and the investnment and the
size and the conmplexity is -- three years is a pretty good
ball park, and they had requested that we just let them
allow up to five years, because if they go over a little
bit, they won't have to conme back for any extensions, and I
t hi nk Senpra Energy, as the new sponsor, will be commtted
to go forward and start construction and start their further
preparations before they can start.

There are a lot of efforts that go into it.
Before they can start construction, there's requirenments and
studies and reports that they have to submt back, and then
the Director of the Ofice of Energy Projects will rel ease
the perm ssion for construction to begin.

MR. ROBI NSON: Comm ssioner, in discussions we've
had with proponents of LNG facilities around the country, it
seens |like three years is alnpost the standard that you hear
fromeveryone, that it will take about three years to
construct the project.

COW SSI ONER MASSEY: Thank you. Aye.
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COW SSI ONER BROWNELL: Aye.
CHAI RMAN WOOD:  Aye.
I think everybody remenbers on the day of

sonet hing significant, where were you when sonet hing

happened. On the day -- actually, on the continuing day of
the bl ackout, | was at the sister term nal at Trunkline,
right up the river fromthis one in Louisiana. | have to
say that when | |ooked at the size of the investnment in the

infrastructure, it is significant. As Rich nentioned, the
tanks there -- they're doing three of those tanks, which is
what they have at Trunkline, too, that's big, and they're
building it in the swanps. | think there's probably going
to be sonme renmedi ati on work on the foundation that's going
to have to be done there, so it's a great technol ogy.

| was there actually when a ship canme in, and |
saw the offloading. There's a lot to see in the offl oading
that you wouldn't see on basically any liquid cargo, but it
was a pretty inpressive operation.

And we were there, interestingly enough, with the
woman who is head of the Sabine POC, which is the next
wat er shed over, which are the -- actually, ny great
gr andf at her was one of the original ones, but they nove --

t hey escort the boats of any size, and particularly of any
ki nd of cargo nature, fromthe Gulf into the berth, so there

are people whose professional job it is to guide these
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| arge ships up and down.

And so she was over |ooking at that in Lake
Charles, just to kind of get a sense for -- they're talking
about an LNG in the sanme watershed where she is. They're
just getting a sense for what's involved there, and so we've
talked to the pilots and the Cal casi eu Watershed. So that
was kind of a forgotten role, but it is one that | think
cane up in this particular record as you just discussed with
t he gang here.

And it's well provided for. | think there are
prof essionals out there in the local area who do this for a
job, to make sure that those safety issues are properly
addressed. So, this is good to see. It's rare that in such
a brief time on the Comm ssion, we've already discussed
policy, evaluated it, changed it, and seen actually a
busi ness response to sone changes in our policy that could
lead to significant inprovement in our natural gas supply
picture. So this is good stuff.

Before the neeting closes, ny golly, | think we
have one nore --

SECRETARY SALAS: Yes. M. Chairman and
Comm ssioners, | did not read Itens C-6 and C-16 as part of
your consent agenda, so what | would like to do, if | may,
is to take an additional consent vote on those itens.

COW SSI ONER MASSEY:  Aye.
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COWM SSI ONER BROWNELL:  Aye.

CHAI RMVAN WOOD:  Aye.

SECRETARY SALAS:. Thank you.

CHAI RMAN WOOD: Before we close, 1'd like to say
that the events of August 14th and 15th to the North and
Nort heast and Nort hwest of here, were significant ones for a
huge part of the population on our continent, and I want to
express ny appreciation for the hard and i medi ate response
of the folks on our staff to addressing the crisis and doing
what we can to help in addressing it, both on the short term
and the long term

A nunber of other agencies here in town and at
the state levels, as well as NERC, were involved in this
effort and have continued to be involved in this effort. |
also want to tip my hat to themand to the other hardworking
professionals in both the United States and Canadi an
utilities at MSO at the New York 1SO at PIJM at the I MO
in Ontario, and others that worked really hard to get these
lights back on in a day or slightly over a day.

The joint U S.-Canadi an Task Force will continue
its work on both the cause of the event and on its
propagati on throughout such a |arge area, and then once
havi ng found facts, nmove on to sone policy recomendati on
phase.

Al lison Silverstein frommy Staff is our rep to
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t he working group | eadership, and god hel p anybody t hat
doesn't do their work.

(Laughter.)

CHAI RMAN WOOD: It's inmportant to understand this
vol tage col | apse, exactly what it is and what on our side,
we can do to make sure that it doesn't happen again
el sewhere, but also to work nmore broadly with other agencies
as well as our folks in Congress to nake sure that we and
ot hers have sufficient authority to address these issues so
that we do learn from what happened here. So, out of every
event cones an opportunity to clarify things, and | think
that this is clearly one of those.

So, the sumrer is officially over and we're back
to work.

COW SSI ONER BROWNELL: Did we have a week?

(Laughter.)

CHAI RMAN WOOD: We'l |l see you in three weeks.
Meet i ng adj our ned.

(Wher eupon, at 12: 00 noon, the open neeting was

concl uded.)



